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with the greatest possible amount of the goods in demand, while
nationalism looks upon it primarily as a means of increasing
power and prestige of the nation. The production of wealth
merely for the purpose of improving living conditions appears
to extreme nationalists even as a mean occupation and in their
ideology economic activity assumes the character of a struggle
for domination and exploitation by force. The creed of liberalism
is that all those engaged in the production and exchange of useful
goods profit thereby and that an increase in the wealth of one
nation is an advantage for all others too because the prosperous
nation will be able to buy more from them. Liberalism, more-
over, assumes that the expansion of world trade is the greatest
guarantee for peace because it makes all nations ever more
dependent on one another. Nationalism, on the other hand,
harks back to the doctrine of mercantilism that a nation can
only grow rich at the expense of another, and that what one
nation wins, another must lose. Mercantilism primarily aimed
at the increase of the power of the State. Within the nascent
national State it fulfilled the function of economic unification
by the destruction of internal barriers and local monopolies,
but between States it fostered the struggle for monopolizing
markets and often contributed to the outbreak of war.
In the course of the eighteenth century many writers attacked
mercantilism, and Adam Smith proved that freedom was more
productive than regulation by the State, that competition was
more beneficial than monopoly, and that there was a great
solidarity between the economic interests of all nations which
would all prosper by exchanging their goods freely. In the
nineteenth century the fecondmic isolation of the nations gave
way to freer trade and intercourse. Free Trade won its greatest
triumph in Britain, and1 many other states also adopted a liberal
trade policy. A new wave of protectionism, however, set in after
the American war of secession and after the Franco-German war
of 1870-1, The latter war inaugurated an epoch of rapidly
rising armaments and it was argued for the increase in tariffs
that their returns would help to pay for the armaments and that
national security demanded that vital goods should be produced
at home. Nevertheless, the growth of protectionism was moder-
ated by the strength of liberal opinion. To a large extent every
nation produced the goods for which its conditions were most
favourable, and all profited by the exchange of their products.
The whole world formed a vast economic system, in which all
nations were closely co-operating for their mutual benefit., Goods,